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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON, D.C. .u$48 

B- 159451 

To the President of the Senate and the 
Speaker of the House of Representatives 

The control over incoming United States assistance program com
modities in Vietnam by the Agency for International Development and 
the Department of the Army has been reviewed by the General Account
ing Office. 

The fieldwork for this review was completed, for the most part, 
in December 1967 shortly before the recent escalation of military ac
tivity. Therefore, we have been unable to assess the effects of this 
activity on matters discussed in this report. 

Our examination revealed a need for both the Agency and the Army 
to strengthen accountability and security control over the hundreds of 
millions of dollars' worth of economic assistance program commodities 
entering Vietnam--$504.9 million was expended in fiscal year 1967 for 
items such as food, clothing, equipment, and medical supplies. Account
ability over the receipt, storage, and movement of these goods was not 
effective. Security efforts, while increasing, seemed insufficient. 

There is no reliable measure of the cost, quantity, and condition of 
such commodities in and around Vietnamese ports or of the extent, and 
consequently the causes, of losses due to theft, diversion, and spoilage. 
While it is possible that most of these commodities reach their intended 
destination, e.'sting management controls do not reasonably ensure this. 

In large part we attribute the conditions we noted to the fragmenta
tion of responsibility among responsible agencies in Vietnam and to the 
essentially advisory role played by United States personnel. 

In view of the unique circumstances in Vietnam, we cannot reason
ably expect the same degree of control over commodities that might be 
found within the United States. We believe, however, that there is room 
for improvement in an effort to achieve the best control possible under 
the circumstances. 
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Among the more specific matters noted during our examination
 
were the following:
 

-- The loss of commodities fro'T- unguarded shipments between 
the port and first destination, after Agency officials informed 
a committee of the Congress and our Office that such commod
ities would henceforth be escorted by a local contrctor. 

-- The restraint exercised by Agency officials in requesting the 
Government of Vietnam to refund. the cost of goods stored at 
Vietnamese ports for prolonged periods of time. 

On the basis of our review, we are recommending to the agencies 
concerned that they-

1. 	 Develop a synchronized inventory accountability system within 
existing structures and environmental conditions. 

2. 	 Arrange for local escort service to first destination of all com
modities in which the Agency has an interest, until indemnifica
tion agreements are reached with trucking companies. 

3. 	 File refund claims when the Government of Vietnam cannot ex
peditiously provide evidence that cargoes reported to be stored 
in ports for prolonged periods of time have been removed. The 
country-to-country agreement provides that the United States 
may require a refund in cases where such goods do not enter 
the economy within 90 days after arrival in Vietnam. 

We believe that both Agency and Army personnel are to be com
mended for their contributions in virtually eliminating the previous 
cargo congestion at Vietnamese ports. 

The matters discussed in this report were favorably received by 
both the Agency and the Department of the Army. Their responses 
have been given appropriate recognition in the report and the full texts 
of these comments are included in appendixes II and III. 
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We are reporting this matter to the Congress because of its con
cern: with United States a'tivities in Vietnam, and to point out steps that 
can be taken by the Agency for International Development and the De
partment of the Army to strengtheua management controls over economic 
assistance program commodities. 

Copies of this report are being sent to the Director, Bureau of the 
Budget; the Secretaries of State, Defense, and the Army: and the Adminis
trator, Agency for International Development. 

Acting 	 Comptroller General 
of the United States 
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REPORT ON
 

NEED TO STRENGTHEN CONTROL 

OVER INCOMING UNITED STATES AID 

CARGOES IN VIETNAM 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 

DEPARTMENT OF THE ARMY 

INTRODUCTION 

The General Accounting Office has made a review of the 
control being exercised by responsible United States agen
cies in Vietnam over United States-provided economic assis
tance program cargoes in and around Vietnamese ports. Our
 
review was made pursuant to the Budget and Accounting Act,
 
1921 (31 U.S.C. 53), and the Accounting and Auditing Act of
 
1950 (31 U.S.C. 67).
 

Our review, which wai made at the request of the
 
Chairman of the Subcommittee on Foreign Operations and Gov
ernment Information, House Government Operations-Committee,
 
was directed primarily toward an appraisal of the effec
tiveness of the security and accountability controls over
 
the hundreds of millions of dollars' worth of economic as
sistance program commodities arriving in Vietnam yearly in
 
support of various United States assistance programs. In
 
accordance with an agreement reached with the Subcommittee
 
staff, this report is being released to the Congress as a
 
whole.
 

We inquired into the information available regarding
 
the extent of commodity losses resulting from diversions or
 
other causes. We also gave attention to the status of the
 
backlog of commodities stored in and around the various
 
ports in Vietnam and to the availability and reliability of
 
management information on the status of commodities in the
 
pipeline and commodity arrivals in country.
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Our fieldwork was performed in Vietnam between August
 
and December 1967.
 

A list of the principal management officials respon
sible for activities discussed in this report is shown in
 
appendix I.
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BACKGROUND
 

According to records of the Agency for International
 
Development (AiD), $504.9 million was expended in fiscal
 
year 1967 under the following programs in Vietnam for com
inodities such as food, clothing, equipment, and medical sup
plies.
 

Amount
 
Program (millions)
 

Commercial Import Program 
 $261.9
 
Pacification Program 
 63.0
 
Public law 480 (agricultural commodities) 180.0
 

Total $504.9
 

These goods entered Vietnam tnrough several ports
 
operated by the United States military forces and the Gov
ernment of Vietnam (GVN). Th2 .najor ports are (1) the
 
United States Army Terminal, Saigon, (2) the United States
 
Army Terminal, Newport, and (3) the commercial port of
 
Saigon. Other ports are the military and commercial ports
 
in Da Nang, Qui Nhon, and Nha Trar~g. Since the dominant
 
part of AID-financed comnodities shipped to Vietnam are re
ported by AID's mission to Vietnam (hereafter referred to as
 
USAID) and the Army to enter through the commercial port of
 
Saigon and the Army terminals at Saigon and Newport (near
 
Saigon), our review was mainly concentrated at these loca
tions.
 

The Army terminals at Saigon and Newport are operated
 
by thei 4th Transportation Command, a subordinate unit of
 
the ist Logistical Command, United States Army, Vietnam
 
(USARV). The commercial port of Saigon is operated by the
 
Saigon Port Authority, an arm of the GVN National Port Au
thority, which has overall control and responsibility for
 
the operations of all commercial ports in Vietnam.
 

In July 1966, USARV was assigned the mission of ad
vising and assisting the Saigon Port Authority on commercial
 
operations pertaining to Comnercial Import Program (CIP) and
 
purely commercial cargo handled through the commercial port
 
of Saigon. This mission was assigned downward through
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USARV's hierarchy until, in early October 1966, it was as
sumed by the 125th Transportation Command, a subordinate
 
unit of the 4th Transportation Command.
 

Under an interservice support agreement effective
 
July 4, 1966, USARV agreed to provide water terminal, drayage
 
and related services to first destination consignees within
 
II, III, and IV Corps Tactical Zones (which includes Saigon),
 
Republic of Vietnam, for USAID-sponsored cargo consigned to
 
USAID or an agency of GVN. The United States Naval Forces,
 
Vietnam, handles USAID-sponsr:.ed cargo within the 1 Corps
 
Tactical Zone. The responsibilities of military terminals
 
include:
 

1. Notifying first destination consignees when to ex
pect discharge and delivery of cargo.
 

2. Transporting of cargoes to first destination con
signees as indicated on cargo delivery instructions
 
received from USAID.
 

3. Discharging all USAID cargoes manifested on each
 
ship.
 

4. Obtaining receipted copies of delivery documents
 
from first destination consignees.
 

5. Furnishing USAID corrected cargo listings (commer
cial ships) or outturn reports (military ships) to
 
indicate amounts and condition of cargoes actually
 
discharged from ships.
 

6. Furnishing receipted copies of delivery documents
 
showing delivery to consignees.
 

AID/Washington advised us that, although this agree
ment was effective July 4, 1966, it was not signed by the
 
parties thereto until June 1967. Therefore some of the re
sponsibilities spelled out therein were not discharged dur
ing all of the intervening period.
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FINDINGS AND RECOMMENDATIONS
 

NEED TO STRENGTHEN ACCOUNTABILITY CONTROLS
 
OVER THE RECEIPT AND DELIVERY OF
 
UNITED STATES-FINANCED COMMODITIES
 

United States agencies have not been able to maintain
 
effective accountability control over the hundreds of mil
lions of dollars' worth of economic assistance program com
nodities arriving in Vietnam since the start of the massive
 
buildup in late 1965. Alihough significant improvements
 
have been made in the almost chaotic conditions prevailing
 
at the height of the buildup, notably in drastic reduction
 
of port congestion and the amount of cargo awaiting deliv
ery, there is still no effective accountability over the
 
receipt, storage, and movement to first destination of
 
these goods. We attribute these conditions mainly to the
 
fragmentation of responsibility among agencies in Vietnam
 
and to the essentially advisory role played by United
 
States personnel in that country.
 

Tnere is thus no reliable measure of the cost, quan
tity, and condition of such commodities in and around Viet
nam ports or of the extent of losses due to theft, diver
sion, and spoilage. While it is possible that most of
 
these commodities reach their intended destination and that
 
they are in usable condition, existing management controls
 
do not provide reasonable assurance that this is happening.
 
USAID is aware of these problems and is working to correct
 
them. The results of USAID's efforts in large part remain
 
to be demonstrated.
 

The need to establish effective accountability for
 
United States-financed cargoes arriving in Vietnam is il
lustrated by the following conditions.
 

1. More than 2 years after the start of the buildup in
 
late 1965, USAID still does not have, except in the
 
most general of terms, reliable information as to
 
the quantity and cost of commodity arrivals on a
 
periodic basis, e.g., month-to-month, year-to-year,
 
year-to-date, etc. Rather, such information must
 
be gleaned by contacting the numerous offices
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within USAID responsible for the many-faceted as
sistance program. In many instances, raw data must
 
be purified not only within USAID, but also within
 
several commands of USARV and bureaus of the GVN,
 
to arrive at even a reasonable approximation of the
 
arrival status of United States-financed cominodi
ties.
 

2. USAID's electronic data processing tabulations show
 
that over $30 million in CIP commodities had not
 
been picked up by importers for extended periods of
 
time. USAID was attempting to verify this informa
tion on a case-by-case basis--a most time-consuming
 
undertaking--because of its view that the $30
million figure was substantially overstated. We
 
agree that in all likelihood little reliance can be
 
placed on this figure. (See p. 10.)
 

We found that there were two different systems relat
ing in varying degrees to accountability for economic as
sistance program commodities, as follows:
 

I. A documentation system for other than CIP commodi
ties used by the 4th Transportation Command, USARV,
 
and consisting of cargo outturn reports and Trans
portation Control Movement Documents. This system
 
is intended to account for all goods passing
 
through the port which are under the control of the
 
125th Transportation Command, a subordinate of the
 
4th Transportation Command.
 

2. USAID's inventory accounting system for CIP commod
ities. This system is intended to yield data on
 
the complete pipeline and delivery status of CIP
 
commodities.
 

We also noted a documentation and record system maintained
 
by the 125th Transportation Conmmand for commercial cargo,
 
including CIP goods entering the Saigon commercial port
 
area, and records of such cargo stored at that port. Army
 
officials advised us that this system was designed for de
veloping statistical data only, rather than for account
ability purposes.
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Each of these systems was dficirit in that (1) V-ey
 
documents often were not properly prepared, controlled,
 
reviewed, and reconciled and (2) adequate information was
 
not available as to the status of goods in the pipelines,
 
i.e., arrived, on hand at the port, and delivered.
 

We began the accountability phase of our work by test
ing a number of transactions shown on the records of tiie 
4th Transportation Command and USA[D and found that the 
items tested reflected a loss of only 0.63 percent of th. 
value of economic assistance c-rgoes from the time of off
loading in the port of Saigon r.o the time the goods reacieG 
their first destination. However, upon further review of 
the bases for such records, the results of which are dis
cussed below, we concluded .hat this indicated loss factor 
could not be relied upon, sinco (1) t'i, "--cords from which 
it was developed were themselves unreliable and (2) there
 
was no effectively implemented uinderlying control system
 
to produce accurate anid complete accountability reco-ds. 

Commodities handled through
 
United States Army terminals
 

The documentation system in use by the 4th Transporta
tion Command had not been implemented to provide effective
 
accountability over the receipt of goods consigned to USAID
 
or GVN agencies at the port and their delivery to first
 
destination consignees. As a result, there was no assur
ance that all such commodities arriving aboard vessels were
 
discharged, nor that all commodities discharged were re
ceived by consignees or otherwise accounted for. The in
adequacies of the documentation system are described below.
 

Cargo short landings 

Outturn reports, which should reflect differences be
tween cargo manifested and cargo discharged, had not been
 
prepared for about 277 of 396 vessels carrying AID-inrerest
 
cargo which completed discharge and departed the port be
tween January 1 and November 30, 1967. Until those outturn 
reports are completed, the extent of short landings cannot 
ie determined.
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Cargo losses within the port
 

No determination was 
made of cargo lost or stolen

while in transit through the port, although this could havebeen done by reconciliiig cargo shipped tL consignees with 
cargo discharged, using basic documentation that existed.

This documentation is in the form of ships' iallies showing 
cargo discharged from vessels and of Transportation Control 
Movement Documents (TCMDs) showing cargo shipped from the 
port to consignees. 

Army officials in Vietnam advised us 
in March 1967

that they were 
developing a reconciliation system for cargo

within the port. 
 This system had been implemented by mid-

March 1968, but only limited coverage had been effected.
 

Cargo losses between__port and first destination
 

Cargoes received by consignees, as 
shown by receipted

delivery copies of TCMDs, 
were not being reconciled on a

timely basis to TCMDs describing cargo leaving the port

route to the consignee. As of June 30, 
1967, these recon
ciliations had not been made on 
cargoes from 188 of the 235
 
vessels that discharged AID-interest cargo in Saigon during

the first 6 months of 1967. Further, no discernible prog
ress 
had been made to clear this backlog through mid-

December 1967, when we were 
told by a United Stares Army
official 
that the delivered cargo from 195 departed vessels

remained to 
be reconciled. 
Without these reconciliations
 
there was no assurance that all cargo shipped wa.; actually
received or otherwise accounted for and there could be
systematic identification of losses between the port anid

no 

the consignee.
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CIP cargoes passing
 
through the commercial port
 

In a previous report to the Congress, 1 we stated that
 
USAID was developing an inventory accounting system for CIP
 
commodities. The system's objective was to yield data on
 
the complete pipeline and delivery status of CIP coinmodi
ties from the date oF license application to the pickup of
 
the goods by importers. The system was to be fully opera
tional by September 1967. The 125th Transportation Command
 
also maintairs records of all commercial cargo, including
 
CIP goods, held in warehouses in the commercial port area.
 

USAID's inventory accountingsystem
 

In Decemter 1967 when we completed our fieldwork,
 
USAID's system was not fully satisfactory for the purpose
 
of accounting for CIP commodities in the port area. As
 
discussed below, evidence also suggested that the system
 
was not fully satisfactory for determining the pipeline and
 
delivery status of CIP commodities--the other purpose of
 
the system. Because of shortcomings in the system, accurate
 
information was not available within USAID regarding:
 

1. Whether all commodities that were discharged were
 
received by importers.
 

2. Whether all commodities paid for by AID arrived and
 
were discharged from vessels in Vietnam.
 

3. What cominodities were in transit to Vietnam at any
 
given date.
 

4. What commodities arrived in Vietnam for any given
 
month or year or since the inception, or buildup,
 
of the program.
 

1 Survey of the Agency for International Development's Man
agement-and Ope-ation of the Commercial Import Program for
 
Vietnam (B-159451, August 24, 1967), (pp.53 to 54).
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The inventory accounting system produces an "in cus
toms" report which purports to show, among other things,
 
the dollar value of unclaimed commodities in the port area,
 
by general commodity category, importer, vessel, and ar
rival date of the goods. Each shipment is identified as to
 
whether it has been in customs from 1 to 30 days, 31 to 60
 
days, 61 to 90 days, or more than 90 days.
 

The "in customs" report for September 30, 1967, was
 
based on data from various sources and had an array of in
put dates, output dates, and cutoff dates. It included
 
ship departures (which USAID considers to be the arrival
 
date) through September 30, but only if the disbursements
 
for the goods by AID/Washington had been made prior to Au
gust 31, 1967. Releases to importers as of October 31,
 
1967 (the report was issued Novcmber 18), were matched
 
against vessel departures as of September 30, 1967, and the
 
remaining shipments were classified as "in customs" as of
 
the latter date. However, because of defects in the system,
 
there is no assurance that all shipments that have arrived
 
are listed on the "in customs" report.
 

The ac.uracy of the report was further reduced because
 
there was no control to ensure that all customs releases
 
were recorded in the system. Becaus of the condition of
 
the GVN customs records, a large number of releases were
 
undoubtedly never recorded by USAID. This seems to be the
 
reason why the $30 million in CIP goods shown as being in
 
customs is questionable, as discussed below.
 

In May 1967 a USAID task force began calling on import
ers in an effort to purge the "in customs" report of ship
ments which had not been accounted for in customs releases.
 
The USAID Audit Branch made similar contacts. The task
 
force and the Audit Branch contacted 14 importers who were
 
consignees of $4,446,496 worth of CIP commodities listed in
 
the "in customs" report. Their inquiries disclosed that
 
almost 90 percent of the commodities had been previously
 
picked up by consignees. On the basis of this information
 
and other USAID reductions in the "in customs" figure, we
 
estimate that the $30,012,969 of CIP goods reported in cus
toms over 90 days as of September 30, 1967, was an inaccu
rate figure and, in reality, could have been any amount be
tween $3 million and $30 million, probably approaching the
 
former.
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The inventory accounting system does ncc provide timely
 
and accurate information on the type and amount of commodi
ties in the pipeline. In many instances shipments are shown
 
as being "in transit" when they have actually been received 
by importers. In other cases shipments arrive in Vietnam
 
without ever being accounted for as in transit.
 

Under the present system, commodities are recorded as
 
in transit when actual disbursements are made by AID/Wasn
ington for commodities shipped by suppliers. Delays in
 
disbursements or payments to suppliers and in furnishing
 
disbursement information to USAID cause delays and inaccu
racies in the recording of goods as in transit. For ex
ample, the September 30, 1967, "in transit" report reflected
 
only shipments for which disbursements were made through
 
August 1967. Thus, any shipment paid for in September and
 
actually in transit on September 30 would not have been
 
shown in this status on that date.
 

The September 1967 report also showed numerous dis
bursements made during 1966, which were never accounted for
 
as arrivals or releases because vessel departure dates from
 
Vietnam, used by USAID to designate commodity arrival dates,
 
had not been recorded. In our tests we found instances
 
where shipments were discharged from vessels but never re
corded as in transit.
 

Army accounting for
 
commercial shipments
 

The 125th Transportation Command also maintains
 
(1) records of commercial cargo, including CIP goods stored
 
at the commercial port, and (2) a documentation system for
 
such goods entering the Saigon port. USAID envisioned in
 
late 1966 that this documentation system would provide con
trols over CIP cargoes from the time vessels were dis
charged until the cargoes were delivered to individual im
ports. USAID had also planned to modify its inventory ac
counting system for commercial imports to accommodate input
 
data from the 125th Transportation Command's documentation
 
system, thus enabling it to follow CIP cargoes from the
 
original license request, through all intermediate steps, to
 
customs clearance. As noted below, these plans had not ma
terialized at the time of our review.
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Inventory listings of goods held in port warehouses
 
were being prepared by the Army every 10 days; however, we
 
found that the listings did not separately identify CIP
 
goods. Consequently, they were of litdle, if any, value in
 
assisting USAID to determine undelivered CIP commodities in
 
the port area. Also, we observed that local Vietnamese 
personnel who maintained the records received practically 
no supervision and that the accuracy of the 125th Transpor
tation Command's inventories was doubtful. For example,
 
on December 8, 1967, we found a shipment of 112 tons of
 
CIP-financed talcum powder in one port warehouse whi 
h did
 
not appear on the Army's inventories. Our investigation of
 
the circumstances disclosed that:
 

1. The talcum powder arrived on August 8, 1967.
 

2. The Vietnamese cargo checker-

a. Did not check the physical count against ship
ment records.
 

b. Apparently received little supervision.
 

c. Had no explanation for the omission of the goods
 
from the inventory.
 

We found that the documentation system in use by the
 
125th Transportation Command did not provide accountability
 
controls over commercial cargo entering the Saigon pcrt and
 
that the USAID plan to use data from this system Lad not
 
materialized. Discharge tallies prepared by the Transpor
tation Command showed inaccurate quantities of goods dis
charged from the vessels. For example, on one ship arrival
 
we analyzed 14 bills of lading covering 6,885 items. The
 
125th Transportation Command's vessel tally showed 740
 
items as being short landed but the importers had actually
 
received everything on the bills except four missing bags
 
of resin and 11 drums of insecticide which we found in a
 
port warehouse.
 

We found also that the documentation system of the
 
125th Transportation Command did not reflect all account
ability actions for all consignments from discharge to re
ceipt by consignees. Amounts of cargoes manifest I were
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not reconciled with amounts discharged from vessels, and
 
cargoes receipted for by importers were not reconciled with
 
cargoes leaving the port. In effect, the difficulties as
sociated with accounting for non-CIP stocks were identical
 
to those for CIP cargoes.
 

Agency action 

The Department of the Army agreed with our findings as
 
they applied to military responsibility in Vietnam and in
dicated that a number of measures had been and would be
 
taken to improve upon the matter discussed above. The De
partment further agreed with our proposal, noted below, for
 
a meshing of the various partial accountability systems at
 
the port of Saigon.
 

AID/Washington advised us that the problems in USAID's
 
system and its data had long been recognized and that con
siderable effort had been and would be expended to improve
 
the data. We were advised further that a feasibility study
 
of a proposed system was underway to improve this situation.
 
AID/Washington added that, if this system is successful, it
 
will have no counterpart in any commercial port in the
 
world. The success of this system will rely on the coopera
tion and availability of accurate records of Vietnamese
 
shipping agents and stevedore companies, the GVN Port Au
thority, and GVN customs.
 

As is evident from the foregoing discussion of USAID's
 
proposed system, its success will hinge upon the coopera
tior of Vietnamese public and private sources and upon the
 
caDability of United States personnel to work with the rec
ords and/or data provided by these sources. Our previous
 
experiences in Vietnam make it doubtful, in our opinion,
 
that this contemplated procedure will be effective.
 

Conclusion
 

We did not observe any effective management effort on
 
the part of USAlD to synchronize the various partial ac
countability systems at the port of Saigon so that the sta
tus of United States-financed commodities, in terms of
 
goods shipped, received in the port, transported from the
 
port to first destination, and retained at the port, could
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be ascertained. Consequently there is now no basis for determining with any reasonable degree of accuracy the losses
that have occurred, the stage at which they occurred, or
the reasons to which such losses are attributable.
 

Recommendation
 

We recommend to USAID that they 
in concert with USARV
and appropriate GVN agencies, promptly undertake the development of a synchronized overall accountability system,

utilizing the existing structures to the extent feasible,

to provide complete and reliable information, within the
limitations imposed by the environmental conditions, regarding the key control stages, from the shipment of commodities to Vietnam through delivery to first destination.
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PROGRESS AND PROBLEMS IN MAINTAINING
 
SECURITY OVER UNITED STATES-FINANCED COMMODITIES
 

There were indications of an increasing security con
sciousness on the part of United States and GVN officials.
 
However, security measures needed for the protection of
 
United States-financed economic assistance commodities had
 
not been fully implemented. As in the case of the difficul
ties encountered in exercising accountability controls dis
cussed on pages 5 to 14, we mainly attribute these condi
tions to the fragmentation of responsibility among agencies
 
in Vietnam and to the essentially advisory role played by
 
United Ststes personnel.
 

The method of exercising security control over United
 
States-financed commodities varied somewhat, depending upon
 
the particular assistance program involved. For example:
 

1. At the time of our review, all CIP goods entered the
 
Sai,!on commercial port area which is under the total
 
contiol of GVN security agencies. Coordination with
 
these agencies is effected by United States Army
 
personnel.
 

2. All United States-financed commodities--other than
 
rice; Public Law 480, title II, commodities;l and
 
those financed under CIP--were off-loaded under the
 
supervision and control of the United States Army.
 
Until the summer of 1967, the off-loading of CTP
financed newsprint, galvanized iron (GI) sheet,
 

iThe GVN assumed responsibility for off-loading and deliver
ing to first destination for rice and Public law 480,
 
title II, commodities on August 1, 1967, and on November 27,
 
1967, respectively.
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and tinplate were also under the Army's control.
 
The Army has security responsibility for such goods
 
while within the port area but does not guard most
 
of them between the port and first destination, be
cause its troops are needed for more urgent duties.
 

During our examination, we noted indications of an in
creasing security consciousness on the part of both USAID
 
and GVN officials, as evidenced by the initiation of a se
curity fence at the USAID storage facility at Thu Duc, in
creases in GVN personnel assigned to security duty in and
 
around the port, efforts to streamline the GVN's adminis
trative structure in port security matters, and similar ac
tions. We believe that GVN's awareness of, and participa
tion in, port security is essential, since few substantive
 
improvements can be expected without GVN's participation
 
and cooperation.
 

NotwitLstanding these steps, a 125th Transportation
 
Command official stated on November 4, 1967, that:
 

"Present concept is considered only minimal and
 
generally limited to safeguarding certain cargo
 
that has been identified as pilferable, of high
 
blackmarket value, and does not usually include
 
general cargo."
 

Problems persist. On an isolated, case-by-case basis
 
these problems appear significant but their very nature,
 
coupled with a general lack of reliable information, makes
 
it difficult to assess their overall significance in rela
tion to the massive amount of United States-financed com
modities which have been, and are being, provided to Viet
nam.
 

Theft and diversion
 

A 125th Transportation Comnand project status report
 
dealing with cargo security, as of December 1, 1967, stated
 
that control of pilferage in the port of Saigon is one of
 
the most difficult problems to cope with. A number of
 
classified reports prepared by United States intelligence
 
and similar sources also went into varying degrees of detail
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regarding theft and diversion of United States-financed
 

goods from the port. In the interest of an unclassified
 
presentation on this subject, we are omitting classified de
tails to such cases.
 

The most comprehensive report we saw on this subject
 

was a 15-page, single-spaced document dated January 6, 1967,
 
by a Special Assistant to the American Ambassador, which
 
was sent to the Deputy Ambassador; the Commander, Military
 
Assistance Command, Vietnam; and the USAID Director. The
 

report was identified as an unevaluated compilation of in
formation gathered in the process of collecting economic
 
information on the port of Saigon. No follow-up investiga
tion by the author was contemplated, and the report was sub
mitted to recipients for whatever use they cared to make of
 
it. We noted other references to theft, diversion, and re

lated matters in classified intelligence documents prepared
 
throughout 1967.
 

Notwithstanding the sweeping implications of the re
ports we reviewed, cited instances of theft and diversion
 
impressed us as relatively minor. The absence of adequate
 

accountability controls, as discussed on pages 5 to 14,
 
precluded us from determining the full extent of losses due
 
to such factors. Also, it was sometimes unclear whether
 
economic assistance program goods were involved or whether
 
the gooes were of military or post exchange origin.
 

Problems associated with transporting goods
 

to first destination
 

In October 1966, the Commnittee on Government Opera

tions, House of Representatives, ina report based upon a
 
comprehensive investigation performed by its Fcreign Opera
tions and Government Information Subcommittee, commented or
 
the absence of security measures over United States-financed
 
commodities for which the USAID was responsible, between the
 
Dort of Saigon and first destination.1 The Subcommittee
 

1Forty-second report by the Committee on Government Opera

tions, 89th Cong., 2d Sess., H. Rept. 2257, p. 70.
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found that goods were being transported from the port by in
adequately guarded local carriers who disclaimed any lia
bility for losses, except in the most unusual circumstances.
 
At that time the Subcommittee recommended that existing

trucking contracts be renegotiated to make the contractors
 
liable for losses on the indemnification principle; i.e.,

the carrier being generally responsible to the shipper for
 
the monetary value of any losses.
 

In January 1967, we brought to the attention of

AID/Washington the fact that CIP-financed commodities con
signed to USAID or GVN agencies, I and supposedly being

guarded to the first destination, were still being trans
ported from the port of Saigon by trucking companies without
 
armed guards and that the carriers assumed no responsibility

for losses resulting from such factors as theft, diversion,
 
or damage.
 

As a result of top level discussions in Washington and
 
after a protracted series of communications, USAID advised
 
AID/Washington that it had arranged for a local firm to pro
vide escort service for the transport of commodities for
 
which USAID was responsible from the port to first destina
tion. This information was also communicated by AID/Wash
ington, in February 1967, to the Subcommittee on Foreign

Operations and Government Information, and we noted this in
 
our August 1967 report to the Congress (p. 30).
 

During our current examination, we observed that USAID
 
had not been consistent in arranging for local guards to
 
escort cargoes which it had previously agreed to do. For
 
example, 7,812 skids of CIP-financed GI sheet consigned to

USAID's account were off-loaded at Saigon by the Army be
tween May 13 and July 7, 1967. However, only 4,536 skids,
 
or 58 percent, were escorted by USAID's contractor to first
 
destination. We could find no explanation as to which ship
ments were to be escorted and which shipments were not.
 

1Until the summer of 1967, CIP-financed newsprint, tinplate,

and GI sheet were being procured through the United States
 
General Services Administration rather than through normal
 
commercial channels. These commodities were handled by the
 
Army in the same manner as other AID-interest commodities.
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Although emphasis had been placed by the Subcommittee,
 

AID/Washington, and our Office on the need for safeguarding
 
the Government's interest in such cases, USAID officials
 
were uncertain, at the time of our exit conference on De
cember 19, 1967, as to whether USAID or the Army was, as a
 
practical matter, responsible for safeguarding cargo con
signed to USAID (or GVN) during shipment between the port
 
and first destination, given the Army's policy of normally
 
not safeguarding such cargo. (See p. 16.)
 

Not providing escort service contributed to en route
 
losses. For example, $80,695 worth of the CIP-financed GI
 
sheet mentioned above disappeared en route to USAID's Thu
 
Duc warehouse between May and August 1967, after USAID ad
vised the Subcommittee, AID/Washington, and us that escort
 
service would be provided by a USAID contractor. There was
 
no evidence of any losses from guarded shipments of GI sheet
 
during this period. The details on this situation are dis
cussed immediately below, together wiLh the limited facts
 
available on the theft of an additional $164,920 worth of
 
CIP-financed GI sheet at Thu Duc.
 

On September 29, 1967, the Deputy Mission Director of
 
USAID was advised by USAID's Logistics Division thnt about
 
2,200,000 pounds of G1 sheet were missing, which had suppos
edly been delivered to USAID's Thu Duc storage facility.
 
Subsequent investigation by USAID indicated that about 
825,000 pounds, costing about $80,695, disappeared while in 
transit between the port and the storage facility. The in
vestigation further disclosed that the goods were included 
in an unguarded shipment. The reason Lhis in-transit loss 
was not disclosed earlier is that (1) documents comparing 
quantities shipped with quantities received were not recon
ciled on a timely basis by the 4th Transportation Command 
(see p. 8) and (2) some of the receiving reports were 
signed by a person other than the intended consignee. 

USAID's investigation disclosed also that about
 
1,463,000 pounds of GI sheet, costing about $164,920, were
 
stolen from the Thu Duc storage site itself. The report of
 
investigation, which we read in prelimnary draft in Decem
ber 1967, indicated that on one occasion armed thieves en
tered the depot and made off with Part of the 1,463,000
 
pounds of GI sheet.
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USAID's Logistics Division reported the theft to the
 
Deputy Mission Director in September 1967 and further ad
vised him that it was not considered likely that there would
 
be any further incidents of wholesale theft from the Thu Duc
 
facility. The following actions were reportedly taken to
 
improve security:
 

1. A security fence was 75 percent completed, and watch
 
towers were in place and manned 24 hours a day.
 

2. Security guards were increased in number and effec
tiveness, and some security guards were off-duty,
 
armed, GVN harbor police.
 

3. The GI sheet was subsequently stored in a more or
derly manner, providL~ig visual inspection to deter
mine losses.
 

Agency action
 

AID/Washington expressed no disagreement with the facts
 
presented above, but did stress that the Army had respon
sibility for negotiating trucking contracts. AID/Washington
 
also advised us that, at the present time, the Army was re
sponsible for only about 23 percent of incoming assistance
 
program cargoes, the balance being accepted by the owner or
 
consignee at the port.
 

The Department of the Army concurred in our finding inso
far as it related to military responsibility in Vietnam. The
 
Department advised us Curther that for a variety of reasons,
 
it had been unsuccessful in obtaining indemnification agree
ments with local carriers but that efforts in this direction
 
would be continued. The Department further advised us of a
 
series of new directives and proposals designed to improve
 
controls over the movement of goods from the port to first
 
destination. The full text of these directives and pro
posals are set forth on pages 40 and 41.
 

Conclusion
 

Despite USAID's earlier statements that local escort
 

service would be provided under contract for AID-interest
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commodities shipped out of the port, we found that such
 
escorts often were not provided. Also, we found that USAID
 
officials were unclear as to what their responsibilities
 
were to safeguard the Government's interest in such goods,
 
given the Army's policy of not generally providing escort
 
service. We believe that the losses resulting from not pro
viding such safeguards are greater than those we specifically
 
identified during our review. However, the difficulties en
countered in establishing accountability controls over such
 
goods precluded us from making an overall estimate.
 

Recommendation
 

We therefore recommend to AID/Washington that it in
struct USAID to arrange for escort service to first destina
tion of all commodities in which AID has a financial inter
est, until indemnification agreements are reached with
 
trucking companies.
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IMPROVEMENT IN THE STATUS
 
OF COMMODITY BACKLOGS
 

We found that relatively small quantities of United
 
States-financed cargoes were being stored in and around the
 
port of Saigon for extended periods of time. Generally,

such cargoes were moving expeditiously from the port to
 
their initial destination. This represents a drastic im
provement compared with conditions earlier in 1967 and in
 
1966.
 

Improvement in vessel 
turnaround time
 

We analyzed the average elapsed time from arrival to

departure of 161 vessels carrying at least 
some United
 
States-financed cargo, as 
follows.
 

Number Average
 
of turn-


Departure months 
 vessels around
 

September 1966 
 52 38.3
 
March 1967 
 34 35.9
 
August to October 1967 
 75 7.9
 

The only noteworthy problem that we observed was the
 
clogging of a number of Vietnamese ports, including Saigon,

with rice shipments during the period May through August

1967, and the consequent use of vessels as floating ware
houses. 
 There were a number of reasons for this, one of

which was the bunching of ship arrivals. We found evidence
 
suggesting that, as a consequence, the United States paid

about $190,000 in demurrage costs which USAID is 
now at
tempting to recover from GVN, as well as 
other rice demur
rage costs for past years. The GVN agreed early in 1967 to
 
pay all demurrage costs for United States-financed rice im
ports.
 

Reduced quantities of commercial cargo
 
in and around theort of Saigon
 

There had been a substantial reduction by November
 
1967 in the amount of commercial cargo reported aboard ves
sels, in port warehouses, and on barges, compared with the
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congested condition of the port in early 1967. The cargoes
 
at these points at various times are shown below, in short
 
tons.
 

Port 
Aboard ware- On 

1967 Total vessels houses barges 

February 17 276,968 173,153 17,652 86,163
 
August 10 52,805 40,685 10,856 1,264
 
November 30 25,034 14,782 10,071 181
 

The difficulties encountered in establishing a fully satis

factory accountability system at the port (see pp. 5 to 14)
 
militated against our determining what part of these commod
ities were CIP financed.
 

Distressed cargo
 

The country-to-country agreements under which CIP as

sistance is furnished to Vietnam, which incorporate perti
nent AID regulations, provide that the United States may
 
require GVN to refund the cost of any commodities which do
 
not enter trade channels within 90 days after arrival in
 
Vietnam. Such goods are known as distressed cargo.
 

Our analysis of GVN customs releases for 652 shipments
 

of CIP-financed commodities, worth $7,029,006, and consti
tuting 89 percent of the total dollar value of cargo re
leased from customs during the month of August 1967, showed
 

an average of 39 elapsed days between the date vessels com
pleted discharge and the approximate date that importers
 
picked up their goods. Sixty-five of these shipments,
 

worth $354,099, were in the port area more than 90 days be
fore the importer picked up his goods. This represents
 
10 percent of the shipments we examined and 5 percent of
 
their value.
 

As far as we could determine, USAID had not filed a
 

refund claim with the GVN in these or other cases where im

porters had not picked up their goods within 90 days. Both
 
USAID and AID/Washington officials informed us that it had
 

been their policy to exhaust all means of moving commodities
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out of the port and into the economy before resorting to
 
refund action.
 

USAID had taken the first step toward a possible re
fund of $3!-7,554 on September 1?, 1967, when a letter was
 
sent to the GVN requesting its comments on a number of CIP
financed shipments found at th.e port by its auditors. The
 
goods, valued at $347,554 had, according to USAID records,
 
arrived in Vietnam between March 1966 and January 1967.
 
Although the letter requested GVN comments by October 16,
 
1967, no response had been received by November 30--the
 
USAID-extended :;usDense 
date for such comments. After we
 
discussed the situation with USAID officials, a follow-up
 
letter was written to the GVN on December 8, 1967.
 

The $347,554 was part of about $30 million worth of
 
CIP goods shown by USAID'S reports to have been in customs
 
more than 90 days as of September 30, 1967. For the rea
sons stated on page 10, we agree with USAID that this report

grossly overstated the condition; we believe that the
 
amount was 
in reality closer to $3 million. As further
 
noted on page 10, the reason for the difference is the con
dition of GVN's customs records.
 

Agency action
 

AID/Washington told us 
that, to ensure receiving all
 
future GVN Customs' release information in a timely manner,

USAID intended having importers contact its office at the
 
port immediately after they file their customs declarations.
 

We endorse this proposal and believe it will assist in
 
resolving future problems stemming from the condition of
 
GVN Customs records. The success of the contemplated pro
cedure will, obviously, depend upon the full cooperation and
 
understanding of all Vietnamese importers. 
AID/Washington
 
did not indicate what underlying procedures would be under
taken to 
ensure such cooperation and understanding. Also,

the proposed procedure will not contribute towards clarify
ing the status of goods that previously arrived.
 

For this reason we believe that the proposed system
 
should be supplemented by the use of existing GVN records.
 
We believe also that a firmer USAID position on refund
 

24
 



claims could materially contribute to future improvements
 
in GVN Customs records and in clarifying the real status of
 
cargoes that have previously arrived.
 

Recommendation
 

We recommend that USAID file refund claims where the
 
GVN cannot expeditiously provide documentary evidence that
 
cargo reportedly on hand more than 90 days after arrival in
 
Vietnam has cleared the port.
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APPENDIX I
 

Page 1
 

PRINCIPAL MANAGEMENT OFFICIALS
 

RESPONSIBLE FOR THE ACTIVITIES
 

DISCUSSED IN THIS REPORT 

Tenure of office
 
From To
 

DEPARTMENT OF STATE 

SECRETARY OF STATE: 
Dean Rusk Jan. 1961 Present 

UNITED STATES AMBASSADOR TO THE
 
REPUBLIC OF VIETNAM:
 

Ellsworth T. Bunker Apr. 1967 Present
 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 

ADMINISTRATOR: 
William S. Gaud Aug. 1966 Present 

ASSISTANT ADMINISTRATOR, 
BUREAU: 

Rutherford M. Poats 

FAR EAST 

Apr. 1964 May 1967 

ASSISTANT ADMINISTRATOR, 
BUREAU (note a): 
Walter G. Stoneman (
James P. Grant 

VIE

acting) 

TNAM 

May 
June 

1967 
1967 

June 1967 
Present 

CONTROLLER: 
Charles F. Flinner Oct. 1964 Present 

DIRECTOR, MISSION TO THE 
OF VIETNAM: 

Donald G. MacDonald 

REPUBLIC 

Aug. 1966 Present 
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Page 2
 

PRINCIPAL MANAGEMENT OFFICIALS
 

RESPONSIBLE FOR THE ACTIVITIES
 

DISCUSSED IN THIS REPORT (continued)
 

Tenure of office
 

From To
 

DEPARTMENT OF DEFENSE
 

SECRETARY OF DEFENSE:
 
Robert S. McNamara Jan. 1961 Feb. 1968 

SECRETARY OF THE ARMY: 
Stanley R. Resor July 1965 Present 

COMMANDER, MILITARY ASSISTANCE 
COMMAND, VIETNAM: 
Gen. William C. Westmoreland Aug. 1964 Present 

aEffective May 21, 1967, 
a separate bureau was 
formed within
 
AID to administer United States economic assistance pro
grams in Vietnam. Prior thereto, AID's Far East Bureau ad
ministered the Vietnam programs.
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Page 1 

DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

ASSISTANT 
ADMINISTRATOR 

WASHINGTON, 0. C. 20523 

MAR 4 9 

Mr. Oye V. Stovall, Director
 
International Division
 
General Accounting Office
 
Washington, D. C. 20548
 

Dear Mr. Stovall:
 

Thank you for your letter of January 26, 1968 which trans
mitted your draft report entitled, "Review of the Control
 
and Accountability Over Incoming United States Assistance
 
Program Cargoes at Various Ports in Vietnam."
 

The underlying thrust of your report is that U.S. agencies
 
have not been able to maintain effective security and ac
countability control over the hundreds of millions of dollars
 
of economic assistance program commodities arriving in
 
Vietnam since late 1965.
 

While the report recognizes that the USAID has initiated a
 
number of moves to alleviate problems in security and in
 
commodity accountability, it alleges that the results of
 
these efforts remain, in large part, to be demonstrated.
 

[See GAO note.]
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The report also recommends that USAID, in connection with the
 
USARV and the appropriate GVTI acencies, promptly undertake 
 the 
development of 
a synchronized overall commodity accountability
 
system. Steps to i.m,:prove cargo accounting, as detailed in the
 
attachment, have been taken 
 in the past year, ao further inm
provements are bc.ing sought during 1968.
 

The report recomnends also that USAID file refund claims where 
the GVN cannot provide documentary evidence thab cargo reportedly
 
on hand 90 days after arrival in Vietnam has cleared customs.
 
It has been the Mission's policy to exhaust all means of moving

commodities out of the 
port into the economy before resorting to 
filing dollar refund claims.
 

[See GAO note.] 

Finally, it appears quite evident that USAID has attempted to
 
identify these problem areas and to apply corrective measures
 
within its capabilities, under very difficult wartime circum
stances. It should be recognized that such incidents as the
 
recent VC Tet offensive have a decided impact upon port opera
tions, including commodity accountability and security.
 

We appreciate the opportunity provided A.I.D. to review and
 
comment on the draft report. 
As you have been previously

advised, we have not been able to obtain formal comments from
 
USAID on this specific draft report. However, in order to
 
meet the deadline imposed, these comments are being submitted
 
at this time.
 

Sincerely yours,
 

H. Rex Lee
 

Attachment:
 

A.I.D.'s Comments on Draft Report
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Page 3 

ATTACIMENT 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

COMMENTS ON THE GENERAL ACCOUNTING OFFICE (GAO) 
DRAFT REPORT ENTITLED 

"REVIEW OF THE CONTROL AND ACCOUNTABILITY 
OVER INCOMING UNITED STATES ASSISTANCE 

PROGRAM CARGOES AT VARIOUS PORTS 
IN VIETNAM" 

Set forth below are comments keyed to the draft report by page numbers arid,
 

generally, by quotations or citation of the pertinent portions of the report.
 

Page 5, paragraph 1
 

Findings and Reconnendations: 

The draft finds that there are significant weaknesses in security measures for
 

commodities and no effective accountability control over the receipt, storage
 

and movement to first destination of these goods. It also finds USAID is
 

aware of these problems but that, the results of its moves to alleviate them, 

in large part remain to be demonstrate:d. Further, it states that there is 
diversionno reliable measure of the extent and causes of loss due to theft, 

and spoilage.
 

We consider that the following information, not presently incorporated in the
 

study, should be considered by your office ac justifying substantial modifica

tion of these findings:
 

' 
The draft cites no instances of "spoilag>' of conunodities, and spoilage is not 

mentioned except in the "Findings and Recuommenda lons." Reference to spoilagle 

is therefore considered unsubstantiated and should be deleted. 

The findings state that security measures rtconnirnded bly the Foreign Operat in 

and Government Information Subconmittee, Conunitt:±e _rn Government Operations, 

House of Representatives, had not been fully implomented by USAID. The 

findings do not record that A.I.D., with Department of Defense concurrence, 

advised the Chairman of the Subcommrittee *y a letter dated December 6, 1.!.'( 

that four of its five r1ecojrim(idations, in its Sixth Report of August 25, L'u7T 

pertained to activities that arc cjntrolhed or mori tored by the U.S. military. 

All of their security recomneyidatiolu fell in this category. 

A Military Assistance Command, Vietnam - USAID/V11 Agreement of December 1, 

1966 for Water Terminal Drayage and Related Services in Vietnam actually 
3 ofpreceded the Interservice Support Agreement (ISSA) referred to on page 

the draft. Although the ISSA was made effective retroactive to July 4, 1966, 

it was not signed until June 1967.
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Page 4
 

The most significant changes incorporated in the ISSA were new U.S. Army Vietnam
 
(USARV) responsibilities to:
 

(a) 	Obtain a receipted copy of Transportation Control and Movement Documents
 
(TCMD) from first destination consignees. 
 This document will be annotated
 
to show date, condition and count of all cargoes deli':ered and signature

of person receiving same.
 

(b) 	 Furnish USAID the following data pertaining to the discharge and movement
 
to first destination of all USAID cargoes that arrived USARV
at water 
terminal 
on each ship duringl the accounting period.
 

(1) 	 A listing of USAID cargoes manifested -ri each ship. 

(2) 	 Corrected cargo li-tin.s (comnercial ships) or out-turn report
(military ships) t- ind;cate amounts and conditions of cargoes
actually discharg,,A From s;:jp. 

(3) 	Receipted copy of TCMD's 
(showing delivery).
 

Page 	 6, paragraph 2 

Should be reworded to read:
 

"All 	U.S.-financed commodities (except Commercial Import Program (aIP), PL 480
Title I rice and PL 480 Title II items) are currently off-loaded under the

supervision and control of the U.S. Army. 
 In the past some CIP-financed
 
newsprint, tinplate and galvanized iron sheet have been similarly handled.

The Army has security responsibility for USAID interest cargo which it handles,

until it is receipted for by the first destination consignee. USAID recognizes

its corollary responsibility for the cargo, and in conjunction with the U.S.

Army, is making every effort to insure its safe delivery to first destination."
 

[See GAO note.]
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fPage 12, paragraph 2 

Hcerence to "IJSAIID o'ficials were uncertain as to whether USAID or the Military 
o. sete ofamas respMiibIt ci o' carg, consigrned to USAID or the Government of 

Vietnam (GVN) dii .ng stiipmentt tbetween port. and first destination" should be 
imended 1, rfl,'t that ISAD -,msid(-r: the U.S. Army has security responsihi lity 
for [ISAID ir it cargo wti WI it. Jrads until it is receipted for by the 
first d'sl, ral.nionl eionrsiig , 1)y virtti -f* paragraph 7 c (3) of ISSA 6'7-VS-(O'(1h. 
Further, the dratt i,,s riot make c(lear that- the preponderance of [JSAID interest. 
cargo is now received and rece ipted 'or iby the consignee within th, Port of 
Saigon, namely all PI, rO car',u and all CIP cargo, Its securit%in-transit to 
first dustination in country thereforu becomes the responsibility oJ' the owner 
(r cons riee, w thor it be ari agency of the (P/N, or the commercial importer. 
Th,. U.S. Ary i -mrr'-ritly discharging arid moving to first destination only 
project commodities. 'Th-Ls eonst.itutes about 231 of the dollar value of 
the FY 1)8 program (Pr'.ect $,c.b8'7 million; PL 480 $109.6 million; CIP $200 
million). USAIf] is -1.o seckLin' tm U.S. Arrr's concurrence to permit the 
,q 's Ccnitralrr: . aid Supply Agency, to whom the preponderance of 
project coumodities is consi Laned, to receipt for Army discharged project 
stocks within the Army-controlled portions of' the. Port of Saigon. The Central 
Procurem-nlt and Supply A-,k.nny would thm minove Lheir commodities to first 
hestinati. en in country and b,- responsible for their security in-transit. 

Fazes 17 and 18 

Inasmuch as copies of this draft report have, been provided to Department of' 
Det'ense and Department of Army, th.y will. couunein on portionspertaining to 
their aras ofe b y. For this reason, A.I.D./W did not address 
its Ai' to t,hes-- areas. 

Page , hru Page 22 

Automated Arrival A,-!count] r,_g Sys+ em 

IJSAID has long recognized the apparent weakness i,,the system and the data 
appearing in the reports. Considerable e.t''ort. has been expended and wi.l 
continue to be expended in improving the data. HISAID is presently conducting: 
a feasibility study of a proposeo system hy which detailed physical quantilkies 
of cargoes will be- a2'2oirit., d for from dock:;Jide to (-,s1.omi. war'house and final]y 
to release to importer . I f'this -syst-.m it ou,',t-s ', it will ave rio cotit'!
part in any coimmercial marti, in the: world, and it ,or t rely on the cooperation 

tand availability of' acci.ra ., croris of the 'or,,c..i.aI stevedore.; who dischia.r
the ships and operate the port trnni t,sn.ds , th:.. (WhN Port Authority and the 
GCVqI Customs. If operabl,., thu informal.ion from ti: .systerm wili great ly assi st 
ir,monitoring dist(rxssed earLo and p:ovide b:t .ur aecountability of physical 
I-+cation of cargo than1 that pretscitly provid:cr ,y the 125th Transportation 
'oirmand's cargo docrunentatioi system. The nLran'tude of' the task aid the 

.- ztent of' achievements can be evaluated from the following recapitulation of 
-h:v reports. 
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The report for January 1967 portrayed the
 
following values "in customs" in millions 
of dollars:
 

In Customs 1-30 days $ 11.3 
In Customs 30-CO days 17.0In Customs 6(-0 days 11.1 

Sub-total 39.4 
In Customs ovor 90 (lays 42.3 

Total $_7177 

Subsequent dollar value o' (-ornodJties 
entering acrooiuting system through 
S'ptember 1.!67. $122.5
 

Total input through Sept,_.mber 1967. $204.2 

Residual dollar value reported as of 
September 30, .96)7: 

In Customs 1-30 days $ 0.2 
In Cus'toms 30-60 days 0.4 
In Customs ")O-I'0 days 0.4 

Sub-total $ 1.0 
In Customs over ,0 days 28.5 

Total $ 29.5 

Dollar value accounted for through 
September 30, 1967. $174.7
 

Percent of toal input accounted for
 
through September 30, 1967. 85.5%
 

The present under 90 days total of $1 million indicates that USAID is encounter
ing some success in obtaining current releases data from GVN Customs, and that 
the real problem is locating GVN Customs dociumntation that occurred during 
the massive build-up last year. 

In addition to efforts to improve procedures for collecting data, the systems

analysts have been making system improvement studies of cargo documentation
 

provided by the Saigon Port Authority with a view to incorporating it into
 
the arrival accounting systems.
 

A.I.D./W is studying the feasibility of sending USATD weekly tapes of their 
disbursements in order that information will be more current. 
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Pages 24 and 25
 

Recommendation
 

[See GAO note.]
 

Although the field work performed for the GAO report was between September
 
and December 1967, it fails to relate that since July 1967, no CIP commodities
 
are being shipped on Military Sea Transport Service vessels or handled by the
 
U.S. Army upon arrival at Saigon for transfer out of the port area.
 

Page 26
 

Reference to demurrage charges of $190,000 should read for the account of
 
the GVN and not the U.S.
 

Pages 27 and 28
 

"The country-tt-country agreement under which CIP assistance is furnished
 
to Vietnan provides that the GVN will refund to the U.S., in dollars, the cost
 
of aiiy commodities which do not enter trade channels within 90 days after
 
arrival in Vietnam. Such goods are known as distressed cargo." Following
 
is a summary of comments provided by USAID on this subject:
 

"The Economic Cooperation Agreement with Vietnam contains no specific agreement
 

that the GVN will refund to the U.S., in dollars the cost of any commodities
 
which do not enter trade channels within 90 days after arrival in Vietnam.
 
A.I.D. Regulation I Section 201.81 states that A.I.D. may require the borrower
 
to refund such amount as is attributable to violation of requirements of
 
Part 201. A.I.D. Manual Order 792.1.1 defines Distressed Cargo and states
 
'in the absence of extenuating circirstances which justify exception' that
 
dollar refu1nd should be claimed.
 

The 'In-Customs Repoit' of January 1967, the initial report prepared by the
 
Automated Arrival Accounting System, indicated $42.3 million of commodities
 
remaining in customs over 90 days. It was recognized that this was a grossly
 
overstated amount and we commenced recording partial releases in addition to
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.. c mPletereleases from GVWf-C u t om--recordsi--S oon-it -became-obvious -that thi s 
approach was not too effective due to lack of understanding and cooperation
 
,byGVN Customs officials. Meetings were held with Senior GVN Customs officials
 
and the Automated Arrival Accounting Syst-em was explained to them. The
 
additional cooperation that we have received is evident by comparing the
 
January total for 0-90 days amount of $39.4 milliou to that of September of
 
$1.0 million. The over 90 days' figure 
of $28.5 million at the end of September
is largely due to the lack or loss of records in GVN Customs for the period
prior to March 1967. We coimienced calling on importers to examine their
 
records for commodities released from Customs for which we had been unable to 
obtain documentation from GVN Customs, and as a result we have traced approxi
mately $10.8 million of commodities released. Contacting importers has proven

to be a slow process and we are now mailing questionnaires to importers in an
 
attempt to speed the process of purging our records of erroneous information.
 

To ensure receiving all Customs release information as soon as an irpoi'ter

takes it out 	of the Port, we are establishing a new procedure of having the
 
importer contact our office at the Port imunediately after he has filed the 
Customs Declaration with GVN. This new approach should reduce the delay we
 
are now experiencing with GJVN Customs.
 

The GAO Report cites 65 shipments totalling $354,000 which were picked up by

the importer 	after 90 days and 
states no refund claim was filed. It has been
 
our policy to exhaust all means of moving commodities out of the Port into
 
the economy before resorting to filing dollar refund claims. 
Quite often the
 
importer is unable to locate his cargo in the Port, and when notified of its
 
location will pick it up immediately. We consider we are doing more for the
 
success of the program by assisting the importer in this way, than by filing
 
a claim immediately when we-find a shipment that has been in the warehouse
 
over 90 days.
 

The GAO Report also mentions our cautious approach to a refund claim of $347,000

with the inference that we have been lax in following up our letter of
 
September 12, to the Deputy Minister of Economy and Finance. 
We did follow up'

the matter with a letter on December 8, and our reason for extending more time
 
was that we knew that the Minister had taken action to contact the importers.

We will file 	a refund claim as a.last resort.
 

We have in process another $300,000 of cargo not released to 'importers which
 
we intend to inform GVN of in the near future. Our priority project has been
 
contacting importers to purge our data processing reports of.$23.5 million
 
of over 90 days cargo."
 

GAO note: 	 The deleted comments are not pertinent to the matters
 
discussed in this report.
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DEPARTMENT OF THE ARMY 
OFFICE OF THE ASSISTANT SECRETARY 

WASHINGTON. D.C. 2u310 

15 MAR 1968
 

Mr. Oye V. Stovall
 
Director, International Division
 
United States General Accounting Office
 
Washington, D. C. 20548
 

Dear Mr. Stovall:
 

This is in response to your letter of 26 January 1968, to the Secretary
 
of the Army requesting comments on your draft report titled "Review of the
 
Control and Accountability over Incoming United States Assistance Program
 
Carpoes at Various Ports In Vietnam". (OSD Case #2717)
 

With reference to the second paragraph of your letter relative to
 
security classification aspects of the report, the security classification
 
car only be downgraded by the activities originating the source material.
 
To avoid classification, it is suppested pages F-11 of the draft report
 
be rewritten to eliminate classified portions. The revised report could
 
indicate that a nuMber of classified reports were reviewed which document
 
cases of pilferagfe and losses, and that source material or findings in
 
detail will he made available to authorized personnel if requested.
 

The Army has no objection with respect to those findings pertinent to
 
the military responsibilities in the handling of USAID cargo moving through
 
r'litary terminals In Saigon. AtLached is a sunmation of items addressing
 
ml!ltary operations and the actions completed or under way to correct cited
 
Aeflciencies. The Department of the Army is also cooperating with USAID
 
officials to accomplish any joint actions necessary.
 

This reply is made on behalf of the Secretary of Defense.
 

S3incerely,
 

ViLlCi t-oP. ignr 
Deput': Ass ist:it HkcrtLary of the Army 

1 Incl (fl1stllntionui: aid Logistics) 
Army Position Statement 
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Army Position on Draft GAO Report: Review of the 
Coutrol ani Accountability Over Incoming U. S. 
A, jsir cI FR-ouram Cargoes AL or InVFrio lwts 
Vict am
 

1 . GAO ['Pcoieenati'oi,: rime GAO recomenda.tions are directed
 
primarily to UAID. 'ithone inwvo 
 i hef Army rcounncnds that "USAID,
ir, concert with USRV and the ppropriatc, GV1 u1genclee promptly under

t_ dexeloemnttake ci of sychronized ewcer-ali coirmodity accountabilit
systeom, ut~i '.n the e-.isting; . trLuctuvc:: to the ext--it feasible to 
provide complete -.II riiable JinfomuwLcn. within thu limit!.tions im
posed by ezv r(,rimental conditioni, rcearding the key control st'-ges from 
thc . ei~t i' conunodiiticx through delivery to first iezinat,.,n." 

A~m [P:i.]1: Conrc', in ofinlinus report and thethe of the 
reco-1r co{u . i.s'f~r a.; miiita.' reCpoi,77il.iy is concerne.d. Finding::
of the rcpor-o actljec::s; cufieicncie.c; 'n mJj.i!ry operatioens in the fol.Lowiiig 
areas 

(a.) Deliy in ren{ receits agains. oitloading documents3backlo- of r otsUir epxort: ) ships ir chargi.ng USAID cargo; and 
overall lack of accouintability for curgioes processed through the Saigon 

(h) Lack of safeouard: in protecting cargo from loss or un
authorized diversion resulting from insufficient escorts of trucks carrying 
USAID ca.rgo. 

(c) Carriers assume no responsibility ,for lo, Q:eresulting from 
such factors 
as theft, diversion or damage; and current procedures are
 
inadet nate for controlling receipt documents and as.'uring delivery 
to 
authorized receivers.
 

3. Action Taken: 
 (a) In October 1967 procedures were established
 
requirlng numbering and control registers for issuing blank TCMD's,

typing or machine preparation of all TCM!l' u for improved legibility, and
 
a suspense system for follow-up to obtain delivery receipts 5 days after

the rate tally date 
of exit from the ports. A 'special. team is maintained 
..n the Cargo Accounting Division to conduct spot checks at the ports and
 
con gosees to assure compliance. Also, action is cur.rently in process

to obtain and install ADPS equipment which will match cargo manifests,
 
vessel discharge tallies, gate tallies, and delivery receipts. The

innediate objectives of this system are to provide document control and
 
accountability 
over cargo passing through military terminals and to
 
reduce the cartso outturn reporting backlog. This equipment is scheduled
 
to be installed about May 1, !968.
 

(b) Pirt and depot cormianders have been directed to continually

review tht '. qnirements for adequate truck security and establish appro
priate procedures to insure the !;ecurity of in-country shipments. Fbr
 
examp].,_: current rem.ilations provide that:
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(I) T~aus movin by motor transport must be adequateity 
s;ecured by . liu 'tisil g. or other suitable means .nd/or covered 

by [.. tr 

( I) I lotal n'tjonals or third country nationals are 
u:ead ar driver:.;, maximum us U-ii-I be made of convoys, escorted by armed 
U. S. urds-. TJ a i,,uCainuot be formed and vehicles must rroc. un
escorte mo".....' d L'c.-I b mode to provide a ruard to ride.f, U.S. 

with tht. _oad. Tlie: ,u,rcl will bc assigned accordLng to priori .:. 
dut inined by tAhe ci-ica i..iy ,L'' hu carLgo being transported. 

o

.$)Con il: wil be notified of the time uf patc 

and al!Mu .. (-)f riva-L of a.r.oc" 


Convoy foroct:turscargo the to des;tination1':i' moving- from port first 

(;5Lbi:, " a.-Inl ,A' five vel(i. per convoy. A guard equipped with 

a.radio riec: in the first velicle]; another guard rides in the middle 
vehicle.: and a. radio equiped VCi.L, manned by guard personnel, 
fol-w.s the convoy. When extrcmely seLisitive cargo is being moved, 
an a dditiniuJ. guard. is assined to th- triwk. 

(a) The. Mit.1ary Assi,;tan(e Command, Vietnam, has attempted 
to roncot a. an indeimniftictiun cla.se for losses of goods in traneit 
with tU' Arrrieall truciil- 1'irt:: (Phi-co-brd and Equipmen-u, Inc. ) 
pro vidinw- rarnsp)rtation Sd vic in Vietnam., but neither has been willing 
to a .- uditinL , t ,ut inLurnuce coverage; and they hav:su. iLlh)iui, 

been unabl: Lo obuuin ,;ueh ov i-c.,, u f ar because of tLe hazardous 

condi io ;.. pa'- il in i i,_ n"it ', , A. ,r'ea,!y wide range in v - of' 

-o 5ci-, v,.ny , erace 1;rucl:'nthe c, n , AIiL . , c factors. As 

contrac,:: !.."'ortL h:3 b-ll S _o: !,:, uoLe tiate n w contracts 
contu : ! iidiiic~tiOU uther comphanies ; , but theseI' ipinciple with 

e :hay' ,.' be:n nsucee~.~'ui. Ifowuvcr. we are ree ue,'t'Mll YACV 
to c,)ti,-,u(, 41, ,;fiuffort lo obtain tJi: aduitionoi c-v.,rac if 'che 

cost is llu- - .er']t. 

A partial. solution , this problem is buill7 r6(o)ln:n~dcd so MAC! ih'er. 

the contracts would be revised to basennamlnt 1(212 cai'ria C: 0n 1re#in'-

Litiol o 'athenic delivery rae Epte. Al, . ::tenv i. bn estabi.lcd 
w •iurrbv tinctiv, e;tamLj, i:Ll be used by niWAJsrf ConSi.fe5s tc.tt,i 
the receipt ef shipments. '1ho;ld material.y reduce the number of 

deli'cry rc(eipts beii, s1 gud by urauthori zed per::onne!. 

U.S. GAO Wash., D.C. 41 


